
COMMONWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULATORY COMMISSION 

I .  

* * * * *  

In t h e  Matter of 

THE APPLICATION OF MAYFIELD SERVICE 
CORPORATION, A KENTUCKY CORPORATION, 
FOR AN ORDER PURSUANT TO CHAPTER 278 
OF THE KENTUCKY REVISED STATUTES FOR 
A CERTIFICATE OF PUBLIC CONVENIENCE 

MITTING SAID APPLICANT TO CONSTRUCT 
A WASTE WATER COLLECTION A N D  SEWAGE 
TREATMENT SYSTEM TO SERVE THE 
RESIDENTS OF THOMAS COUNTRY ESTATES 
SUBDIVISION I N  GRAVES COUNTY, 
KENTUCKY, AND FOR A RATE APPROVAL 
FOR THE SERVICE 

AND NECESSITY AUTHORIZING AND PER- 

O R D E R  

CASE NO. 7555 

P r e f a c e  

On Augus t  15, 1979, Mayf i e ld  S e r v i c e  C o r p o r a t i o n ,  h e r e i n a f t e r  

r e f e r r e d  t o  as t h e  A p p l i c a n t ,  f i l e d  w i t h  t h i s  Commission its d u l y  

v e r i f i e d  p e t i t i o n  s e e k i n g  a C e r t i f i c a t e  of P u b l i c  Conven ience  a n d  

N e c e s s i t y  a u t h o r i z i n g  and p e r m i t t i n g  t h e  c o n s t r u c t i o n  and o p e r a t i o n  

of a p r o p o s e d  w a s t e  w a t e r  c o l l e c t i o n  a n d  sewage  t r e a t m e n t  s y s t e m  t o  

s e r v e  t h e  res idents  of Thomas C o u n t r y  Estates S u b d i v i s i o n  i n  G r a v e s  

C o u n t y ,  Ken tucky ,  and a p p r o v a l  of a p r o p o s e d  sewage service rate.  

The matter w a s  set for h e a r i n g  a t  t h e  Commiss ion ' s  offices 

i n  F r a n k f o r t ,  Ken tucky ,  o n  D e c e m b e r  10, 1979, at 1:30 p . m . ,  E a s t e r n  

S t a n d a r d  Time. A I 1  par t ies  of i n t e r e s t  w e r e  n o t i f i e d  a n d  n o  p r o t e s t s  

w e r e  e n t e r e d .  

A t  t h e  h e a r i n g ,  several d e f i c i e n c i e s  w e r e  d isclosed w i t h  

r e s p e c t  t o  t h e  projected o p e r a t i n g  e x p e n s e s  s u b m i t t e d  i n  t h i s  matter. 

The Commission advised t h e  A p p l i c a n t  t h a t  r e v i s i o n s  would be n e c e s s a r y  

before any  ac t ion  could be t a k e n .  On F e b r u a r y  19, 1980, t h e  Appli- 

cant f i l e d  w i t h  t h i s  Commission I t s  d u l y  v e r i f i e d  amended p e t i t i o n  

synonymous t o  t h e  o r i g i n a l  p e t i t i o n .  The matter w a s  set fo r  h e a r i n g  

at t h e  Commission's o f f i c e s  i n  F r a n k f o r t ,  Ken tucky ,  o n  A p r i l  2 4 ,  

1980, a t  1:30 p.m., E a s t e r n  S t a n d a r d  Time. All p a r t i e s  of I n t e r e s t  

were n o t i f i e d  and no  p ro te s t s  w e r e  e n t e r e d .  A t  t h e  A p r i l  2 4 t h  
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h e a r i n g ,  certain reques ts  fo r  a d d i t i o n a l  i n f o r m a t i o n  w e r e  made 

by t h e  Commission s t a f f .  T h i s  i n f o r m a t i o n  has been  f i l e d ,  a n d  

t h e  e n t i r e  matter is now c o n s i d e r e d  t o  be f u l l y  s u b m i t t e d  f o r  

f i n a l  d e t e r m i n a t i o n  by  t h i s  Commission. 

A copy of a le t ter  f r o m  t h e  D i v i s i o n  of Water Q u a l i t y  of 

t h e  Kentucky Depar tmen t  f o r  N a t u r a l  R e s o u r c e s  a n d  E n v i r o n m e n t a l  

Protect ion,  t e n t a t i v e l y  approving t h e  p l a n s  and s p e c i f i c a t i o n s ,  

is on f i l e  w i t h  t h i s  Commission. 

P r o J e c t e d  Revenues a n d  E x p e n s e s  

The A p p l i c a n t  s u b m i t t e d  a l eve l  of o p e r a t i n g  e x p e n s e s  

projected on t h e  basis of p r o v i d i n g  service t o  all lots proposed 

for deve lopmen t .  The  Commission is o f  t h e  o p i n i o n  t h a t  t h e  

p r o j e c t e d  level of o p e r a t i n g  e x p e n s e s  g e n e r a l l y  are p r o p e r  a n d  

h a v e  b e e n  a c c e p t e d  w i t h  t h e  f o l l o w i n g  e x c e p t i o n s :  

1. Opera t ing  e x p e n s e  for e l e c t r i c i t y  was p r o j e c t e d  by  

t h e  A p p l i c a n t  t o  be $1,200. D u r i n g  t h e  h e a r i n g ,  t h e  A p p l i c a n t  

w a s  r e q u e s t e d  t o  f u r n i s h  c a l c u l a t i o n s  of t h e  a n t i c i p a t e d  elec- 

t r i c i t y  u s a g e .  T h i s  i n f o r m a t i o n  w a s  f u r n i s h e d  showing t h a t  t h e  

projected l e v e l  of e x p e n s e  would  be $2,400. T h i s  amount has 

been accepted. 

2 .  O p e r a t i n g  expense f o r  the norma l  o p e r a t i o n  a n d  m a i n t e -  

nance of t h e  system was proJected t o  be $ 7 , 2 0 0 .  T h i s  amount 

c o n s i s t s  of t h r e e  components :  (1) O p e r a t i o n  ( $ 5 , 2 0 0 ) ,  C h e m i c a l s  

( $ 2 0 0 ) ,  and M a i n t e n a n c e  ( $ 1 , 8 0 0 ) .  I n  t h e  o p i n i o n  of t h e  Commission, 

t h e  amounts for O p e r a t i o n  a n d  M a i n t e n a n c e  w e r e  d e t e r m i n e d  t o  be 

e x c e s s i v e  a n d  u n r e a s o n a b l e  for a s y s t e m  of t h i s  s ize .  The pro- 

jected amounts  f o u n d  r e a s o n a b l e  are ( 1 )  O p e r a t i o n  ($2,600), 

C h e m i c a l s  ( $ 2 0 0 ) ,  a n d  M a i n t e n a n c e  ($1,000) f o r  a t o t a l  o p e r a t i o n  

and m a i n t e n a n c e  expense of $3,800. 

3. S u p e r v i s i o n  e x p e n s e  w a s  p r o j e c t e d  t o  be $ 1 , 5 0 0  by t h e  

Applicant .  F o r  s y s t e m s  of t h i s  s i ze ,  t h e  Commission g e n e r a l l y  

c o n s i d e r s  $1,200 t o  be r e a s o n a b l e .  

Based o n  t h e  f o r e g o i n g  d i s c u s s i o n ,  t h e  projected level 

of a n n u a l  o p e r a t i n g  e x p e n s e s  f o u n d  reasonable was $13,863, a net 

r e d u c t i o n  of $2,500 f rom the  l eve l  p r o j e c t e d  by  t h e  A p p l i c a n t .  
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The Commission h a s  used t h e  " O p e r a t i n g  Rat io  Method"' i n  

d e t e r m i n i n g  r e v e n u e  r e q u i r e m e n t s  of t h e  A p p l i c a n t .  Based o n  a n  

o p e r a t i n g  r a t io  o f  . 8 8 ,  r e v e n u e s  of $ 1 5 , 7 5 3  would be n e c e s s a r y  

t o  m e e t  t h e  projected o p e r a t i n g  c o n d i t i o n s  of p r o v i d i n g  service 

t o  all l o t s  p r o p o s e d  for  deve lopmen t .  

Summary 

The Commission, after considerat ion of t h e  p e t i t i o n  and 

a l l  e v i d e n c e  of record, a n d  b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  

a n d  f i n d s :  

1. T h a t  t h e  publ ic  c o n v e n i e n c e  and n e c e s s i t y  requires 

c o n s t r u c t i o n  of t h e  p r o p o s e d  sewage s y s t e m  project i n  t h e  area 

set f o r t h  by  t h e  p e t i t i o n  and e x h i b i t s  f i l e d  i n  t h e  record i n  

t h i s  m a t t e r  a n d  sa id  cer t i f icate  s h o u l d  be g r a n t e d .  

2. T h a t  t h e  c o n s t r u c t i o n  project  p r o p o s e d  b y  t h e  A p p l i -  

c a n t  c o n s i s t s  of a sewage c o l l e c t i o n  s y s t e m  of a p p r o x i m a t e l y  

8,266 l i n e a r  feet of e i g h t - i n c h  g r a v i t y  s e w e r  l i n e ,  p l u s  1,300 

l i n e a r  feet of f o u r - i n c h  force main ;  t w o  sewage  l i f t  s t a t i o n s ;  

a 50,000 GPD package t r e a t m e n t  p l a n t ;  a n d  100 service c o n n e c t i o n s ,  

a l l  a t  a t o t a l  project  cost of $200,000 a c c o r d i n g  t o  t h e  

E n g i n e e r ' s  e s t i m a t e  i n c l u d i n g  c o n s t r u c t i o n  c o n t i n g e n c i e s ,  admin- 

i s t r a t i v e ,  legal  and e n g i n e e r i n g  costs.  

3. T h a t  a n y  c o n s t r u c t i o n  d e v i a t i o n s  f rom the propofied 

p l a n s  a n d  s p e c i f i c a t i o n s ,  h e r e i n  a p p r o v e d ,  wh ich  c o u l d  a d v e r s e l y  

affect  service t o  any customer,  should  be s u b j e c t  t o  t h e  prior 

approval of t h i s  Commission. 

4.  T h a t  t h e  t o t a l  cost of a c q u i s i t i o n  a n d  i n s t a l l a t i o n  

of t h e  o r i g i n a l  s y s t e m  w i l l  be i n c l u d e d  i n  t h e  sales price of 

the r e s i d e n t i a l  lo t s .  O p e r a t i o n  a n d  m a i n t e n a n c e  of t h e  s y s t e m  

will be t w b e i d i a s d  by tho p o t i t i o n o r  u n t i l  R u f f j c i e n t  cuRtomerm 

e x i s t  t o  s a t i s f y  t h i s  r e q u i r e m e n t  a n d  t h a t  n o  p u b l i c  f i n a n c i n g  

will be r e q u i r e d .  

'Opera t ing  r a t i o  is d e f i n e d  as t h e  r a t i o  of o p e r a t i n g  e x p e n s e s  
t o  o p e r a t i n g  r e v e n u e s .  
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5 .  T h a t  t h e  ra te  prescribed a n d  se t  f o r t h  i n  Appendix 

" A , "  a t t a c h e d  h e r e t o  a n d  made a par t  h e r e o f ,  should p r o d u c e  gross 

annua l  r e v e n u e s  of a p p r o x i m a t e l y  $15,753 from 100 c u s t o m e r s  and  

is t h e  f a i r ,  j u s t ,  a n d  r e a s o n a b l e  ra te  t o  be charged fo r  sewage  

services r e n d e r e d  by M a y f i e l d  S e r v i c e  C o r p o r a t i o n  i n  t h e  Thomas 

C o u n t r y  E s t a t e s  S u b d i v i s i o n  of G r a v e s  Coun ty ,  Kentucky.  

6. T h a t  t h e  r e v e n u e s  of $ 1 5 , 7 5 3  are n e c e s s a r y  a n d  w i l l  

permit  t h e  A p p l i c a n t  t o  m e e t  i ts  reasonable p r o j e c t e d  o p e r a t i n g  

expenses and t o  accumulate a reasonable s u r p l u s  of e q u i t y  growth. 

The projected r e v e n u e s  a n d  e x p e n s e s  are summarized i n  Appendix "B," 

attached hereto a n d  m a d e  a part hereof .  

7 .  T h a t  t h e  ra te  proposed by  t h e  A p p l i c a n t  is u n f a i r ,  

u n j u s t ,  a n d  u n r e a s o n a b l e  i n  t h a t  i t  would p r o d u c e  r e v e n u e s  i n  

excess of those f o u n d  r e a s o n a b l e  h e r e i n  a n d  should be d e n i e d .  

8 .  T h a t  t h e  A p p l i c a n t  has  f i l e d  w i t h  t h i s  Commission a 

v a l i d  t h i r d - p a r t y  b e n e f i c i a r y  a g r e e m e n t .  

9. T h a t  t h e  a g r e e m e n t  be tween  A p p l i c a n t  a n d  t h e  E n g i n e e r  

should r e q u i r e  t h e  E n g i n e e r  t o  p r o v i d e  g e n e r a l  e n g i n e e r i n g  s u p e r -  

v i s i o n  and f u l l - t i m e  r e s i d e n t  i n s p e c t i o n  u n d e r  h i s  s u p e r v i s i o n  

t o  i n s u r e  t h a t  c o n s t r u c t i o n  work c o n f o r m s  t o  t h e  best c o n s t r u c t i o n  

practices a n d  is done  i n  a c c o r d a n c e  w i t h  t h e  c o n t r a c t  p l a n s  a n d  

s p e c i f i c a t i o n s .  

10. T h a t  t h e  A p p l i c a n t  s h o u l d  provide t h i s  Commission 

w i t h  d u l y  v e r i f i e d  d o c u m e n t a t i o n  of t h e  t o t a l  cost  of t h i s  project  

i n c l u d i n g  t h e  cost of c o n s t r u c t i o n  a n d  a l l  other  capi ta l ized  costs 

( e n g i n e e r i n g ,  l e g a l ,  a d m i n i s t r a t i v e ,  e t c . )  w i t h i n  s i x t y  (60) d a y s  

of t h e  date t h a t  c o n s t r u c t i o n  is s u b s t a n t i a l l y  c o m p l e t e d .  F u r t h e r ,  

t h a t  t h e  documents  f i l e d  s h o u l d  c l e a r l y  s e p a r a t e  t h e  cos t s  f o r  

major components  of t h e  s y s t e m  as fo l lows :  (1) t h e  c o l l e c t i o n  

system w i t h  a breakdown fo r  lift s t a t i o n s ;  ( 2 )  t h e  p r i m a r y  a n d  

s e c o n d a r y  t r e a t m e n t  p l a n t ;  a n d  (3) t h e  t e r t i a r y  t r e a t m e n t  p l a n t  

f ac i l i t i e s .  

11. T h a t  w i t h i n  s i x t y  (60) d a y s  of t h e  date of s u b s t a n t i a l  

complet ion of t h i s  c o n s t r u c t i o n ,  t h e  Applicant  s h o u l d  r e q u i r e  

t h e  E n g i n e e r  t o  f u r n i s h  t h i s  Commission w i t h  a copy  of t h e  

"As-Built  P l a n s "  a n d  cer t i f ica te  t h a t  t h e  c o n s t r u c t i o n  has b e e n  
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s a t i s f a c t o r i l y  c o m p l e t e d  i n  accordance w i t h  t h e  contract plans 

and s p e c i f i c a t i o n s .  

O r d e r s  I n  T h i s  Matter 

The Commission, o n  t h e  basis of t h e  f i n d i n g s  h e r e i n b e f o r e  

set  f o r t h ,  a n d  t h e  ev idence  of record i n  t h i s  mat ter :  

HEREBY ORDERS t h a t  t h e  M a y f i e l d  S e r v i c e  C o r p o r a t i o n  be 

a n d  it is h e r e b y  g r a n t e d  a C e r t i f i c a t e  of P u b l i c  Convenience  a n d  

N e c e s s i t y  t o  c o n s t r u c t  a sewage c o l l e c t i o n  a n d  t r e a t m e n t  s y s t e m  

i n  t h e  area set f o r t h  i n  t h e  p e t i t i o n  and i n  a c c o r d a n c e  w i t h  t h e  

plans and s p e c i f i c a t i o n s  f i l e d  i n  t h i s  record. 

IT IS FURTHER ORDERED t h a t  a n y  c o n s t r u c t i o n  d e v i a t i o n s  

from t h e  p l a n s  and spec i f ica t ions ,  h e r e i n  a p p r o v e d ,  w h i c h  could 

a d v e r s e l y  affect t h e  s e r v i c e  to any  c u s t o m e r  s h a l l  be subject t o  

t h e  p r ior  approval of t h e  Commission. 

IT IS FURTHER ORDERED t h a t  t h e  ra te  set f o r t h  i n  Appendix 

“A,” be a n d  h e r e b y  is f ixed  as t h e  f a i r ,  j u s t ,  a n d  r e a s o n a b l e  

ra te  t o  c h a r g e  for sewage service r e n d e r e d  by t h e  M a y f i e l d  Service 

C o r p o r a t i o n  o n  a n d  after t h e  date of t h i s  O r d e r .  

I T  IS FURTHER ORDERED t h a t  t h e  ra te  p r o p o s e d  by  t h e  

Applicant be and is hereby d e n i e d .  

IT IS FURTHER ORDERED t h a t  t h e  agreement between t h e  

A p p l i c a n t  a n d  t h e  E n g i n e e r  s h a l l  r e q u i r e  t h e  E n g i n e e r  t o  p r o v i d e  

g e n e r a l  e n g i n e e r i n g  s u p e r v i s i o n  a n d  f u l l - t i m e  r e s i d e n t  i n s p e c -  

t i o n  u n d e r  h i s  s u p e r v i s i o n  t o  i n s u r e  t h a t  t h e  c o n s t r u c t i o n  work 

confo rms  t o  t h e  b e s t  c o n s t r u c t i o n  p r a c t i c e s  and  is done  i n  

a c c o r d a n c e  w i t h  t h e  c o n t r a c t  p l a n s  a n d  s p e c i f i c a t i o n s .  

I T  IS FURTHER ORDERED t h a t  t h e  A p p l i c a n t  s h z l l  p r o v i d e  

t h i s  Cornissfon w i t h  duly v e r i f i e d  d o c u m e n t a t i o n  of t h e  t o t a l  

cost  of the project, au described brlefly h e r e i n ,  w i t h i n  sixty 

( 6 0 )  days of t h e  da t e  t h a t  c o n s t r u c t i o n  is s u b s t a n t i a l l y  

c o m p l e t e d  . 
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IT IS FURTHER ORDERED t h a t  the Applicant s h a l l  require 

t h e  Enginaer, within sixty (60) days of' the date of substantial 

completion of this c o n s t r u c t i o n ,  to f u r n i s h  t h i s  Commission w i t h  

a copy of the "As-Built Plans" and certification that the con- 

struction has been satisfactorily completed and w a s  done in 

accordance with the contract plans and specifications. 

Done at Frankfort, Kentucky, this the 2nd day of July, 

1980. 

UTILITY REGULATORY COMMISSION 
/Z 

Vicy Chairman 

ATTEST : 

Secretary 



. -  . . ,  ’ _ .  

APPENDIX “A” 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY COMMISSION 
IN CASE NUMBER 7555, DATED JULY 2, 1980. 

. The f o l l o w i n g  rate is here in  prescr ibed  for sewage services 

rendered to all customers served  by Mayfield Service Corporation 

in Thomas Country E s t a t e s  S u b d i v i s i o n  in Graves County, Kentucky. 

Type of S e r v i c e  Provided 

Single-Family Residential 

Monthly R a t e  

$13.25 per  Residence 

. .  ... . . .  
. ,  

. .. - 
. .  



APPENDIX "B" 

AP3ENDIX TO AN ORDER OF THE UTILITY REGULATORY COMMISSION 
IN CASE NUMBER 7555, DATED JULY 2,  1980. 

This is a summary of p r o j e c t e d  revenues  and expenses  of! t h e  

Y a y f i e l d  S e r v i c e  Corporation based on providing  service to all 

100 r e s i d e n c e s  proposed for development a s  shown by t h e  ev idence  

submitted i n  t h i s  matter.  

Operating Revenues : 

I Operating Expenses: 
I 

Water 
E l e c t r i c i t y  
Operation and Maintenance 

I Taxes 
EPA Tests I 

Collection Expenses 
Insurance 
Legal and P r o f e s s i o n a l  
Superv i s ion  
Misce l laneous  

I 

Tota l  Operating Expenses 

N e t  Income 

P r o j e c t e d  Reasonable 
Fro Forma Pro Forma 

$ 1 9 , 2 0 0  $ 15,753 

100 
1,200 
7,200 

260 
600 

3,000 
1,003 
1,000 
1,500 
500 

$ 16,363 

$ 

$ 2,837 

100 
2,400 
3,800 
260 
600 

3,000 
1,003 
1,000 
1,200 
500 

$ 13,863 

$ 

$ 1,890 


